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Press Release
RedHill Biopharma Provides Q2/2020 Financial Results and
Operational Highlights
Q2/2020 net revenues of approximately $21 million, up from $1.1 million in Q1/2020 and $1.6
million in Q2/2019, an increase of approximately 1,900% and 1,200 %, respectively
-Completed acquisition of Movantik® from AstraZeneca and secured exclusive control over U.S.
commercialization through new royalty-bearing agreement with Daiichi Sankyo
-®
Talicia added as an unrestricted branded agent to three major national formularies, providing a
strong platform for continued prescription growth
-Entered into binding term sheet with Cosmo Pharmaceuticals for exclusive licensing and
manufacturing agreement for multiple products, under which RedHill is set to receive $12 million
upfront and up to another $9 million in milestone payments
-Ongoing global COVID-19 Phase 2/3 and U.S. Phase 2 studies with opaganib planned to deliver
preliminary data for potential emergency use applications as early as Q4/2020
-Pivotal Phase 3 study for first-line pulmonary NTM infections with RHB-204, to be funded primarily
by Cosmo Pharmaceuticals, planned to be initiated following recent FDA IND clearance
-Cash balance of approximately $56 million as of August 12, 2020, with an additional $12 million
anticipated following closing of the agreement with Cosmo Pharmaceuticals
-Management to host webcast today, at 8:30 a.m. EST

2

TEL AVIV, Israel and RALEIGH, NC, August 13, 2020, RedHill Biopharma Ltd. (Nasdaq: RDHL)
(“RedHill” or the “Company”), a specialty biopharmaceutical company, today reported its financial
results and operational highlights for the second quarter, ended June 30, 2020.
Dror Ben-Asher, RedHill’s Chief Executive Officer, said: “This has been a standout period for
RedHill with the acquisition of Movantik from AstraZeneca and the launch of Talicia. From an R&D
perspective, we have been making progress against some of the world’s most pressing healthcare
challenges – COVID-19, infectious diseases and antibiotic resistance. We have worked diligently and
rapidly to initiate in parallel global Phase 2/3 and U.S. Phase 2 studies, with potential global
emergency use applications expected as early as the fourth quarter of this year. We are also making
the necessary preparations to make opaganib widely available, subject to positive results from the two
ongoing studies and potential global emergency use authorizations, if granted. We are also delighted
with the recent FDA clearance to initiate the pivotal Phase 3 study with RHB-204 in first-line
pulmonary NTM infections, a rare and highly resistant infectious disease with no FDA-approved firstline therapy. In summary, with three FDA-approved products being promoted, commercial operations
largely resumed, growing revenues, and our late-stage development programs progressing as planned,
we are well-positioned for continued and rapid growth, with a number of near- and long-term growth
drivers.”
Micha Ben Chorin, RedHill’s Chief Financial Officer, added: “In our first full quarter promoting
Movantik and Talicia, we generated record net revenues of approximately $21 million, despite the
challenges of the COVID-19 environment. In addition, our amended agreement with Daiichi Sankyo,
which increases our gross margins from Movantik, and the amended agreement with AstraZeneca
improve our financial position as we continue to grow sales. Our sales force has mostly returned to
the field, significantly increasing daily calls since June, and our commercial team continues to rapidly
expand managed care coverage for Talicia, successfully securing unrestricted access for millions of
patients. Looking ahead, with patients gradually returning to clinics and testing for H. pylori resuming,
we expect to see the increasing prescriber enthusiasm translate into strong revenue growth for Talicia.
With a cash balance of approximately $56 million as of yesterday, and an additional $12 million
upfront payment expected from the agreement with Cosmo Pharmaceuticals, we continue to maintain
strong financial discipline while implementing our strategic commercial and development plans.”
Financial highlights for the second quarter, ended June 30, 20201
Net Revenues of $20.9 million, compared to $1.1 million in the first quarter of 2020. The increase
was primarily attributable to revenues from Movantik.
Cost of Revenues of $14.2 million, compared to $1.7 million in the first quarter of 2020. The increase
was primarily attributable to the revenues from Movantik.
Gross Profit of $6.7 million, compared to $0.7 million gross loss for the first quarter of 2020.
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Research and Development Expenses were $3.2 million, compared to $2.8 million in the first quarter
of 2020. The increase was primarily attributable to the initiation of studies with opaganib for
COVID-19.
Selling, Marketing and Business Development Expenses were $10.0 million, compared to $9.0
million in the first quarter of 2020. The increase was primarily attributable to the expansion of our
commercialization activities related to Movantik and Talicia. The increase was partially offset by
savings in travel and related expenses due to COVID-19 and by a payment received under the U.S.
Small Business Administration Payroll Protection Program (“PPP”).
General and Administrative Expenses were $6.0 million, compared to $4.6 million in the first quarter
of 2020. The increase was primarily attributable to the transition costs related to the acquisition of
Movantik. The increase was partially offset by the payment received under the PPP.
Operating Loss was $12.5 million, compared to $17.0 million in the first quarter of 2020. The decrease
was primarily attributable to the gross profit from sales of Movantik, partially offset by the increase
in Operating Expenses, as described above.
Net Cash Used in Operating Activities was $15.0 million, compared to $10.6 million in the first
quarter of 2020. The increase was primarily attributable to changes in working capital due to the
expansion of our commercial operations following the acquisition of Movantik, and the gap between
revenue recognition and collection.
Net Cash Used in Investing Activities was $49.8 million, comprised primarily of a $52.5 million
payment to AstraZeneca for the acquisition of Movantik. Net Cash Provided by Investing Activities
for the first quarter of 2020 was $4.0 million, comprised primarily of proceeds from bank deposits and
from the sale of marketable securities.
Net Cash Provided by Financing Activities was $5.5 million, comprised primarily of $6.4 million in
proceeds from the Company’s “at-the-market” (ATM) facility. Net Cash Provided by Financing
Activities for the first quarter of 2020 was $59.1 million, comprised primarily of $79.3 million from
long-term borrowing, offset by $20.0 million in restricted cash.
Liquidity and Capital Resources
Cash Balance2 as of June 30, 2020, was $53.1 million, compared to $115.1 million as of March 31,
2020. The decrease was primarily attributable to the payment of $52.5 million to AstraZeneca for the
acquisition of Movantik, made on April 1, 2020, and Net Cash Used in Operating Activities, as detailed
above, partially offset by proceeds of $6.4 million from the Company’s ATM in the second quarter of
2020.
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Subsequent to June 30, 2020 and up until August 12, 2020, 630,486 American Depositary Shares
(ADSs) of the Company were issued under the Company’s ATM facility, generating additional net
proceeds of approximately $5.1 million.
Commercial Highlights:
Movantik® (naloxegol)3
RedHill initiated U.S. promotion of Movantik with its dedicated sales force in April 2020, following
the acquisition of the global rights from AstraZeneca (LSE/STO/NYSE: AZN), excluding Europe,
Canada, and Israel.
In August 2020, RedHill announced that it had replaced the 2015 Movantik co-commercialization
agreement with Daiichi Sankyo, Inc. (assigned under the agreement with AstraZeneca), with a new
royalty-bearing agreement. Under the terms of the new agreement, RedHill bears all responsibilities
and costs for commercializing Movantik in the U.S. During the term of the new agreement, RedHill
will pay Daiichi Sankyo a mid-teen royalty rate on net sales of Movantik in the U.S., in addition to
three annual lump sum payments, starting in 2021 and ending in 2023.
In addition, the companies entered into a subscription agreement under which Daiichi Sankyo received
283,387 in American Depositary Shares of RedHill as a partial consideration in relation to Movantik.
RedHill also amended its agreement with AstraZeneca for Movantik, whereby the Companies agreed
to postpone the non-contingent payment of $15.0 million by RedHill to December 2021 and to increase
the amount due by $0.5 million.
Talicia® (omeprazole magnesium, amoxicillin and rifabutin)4
RedHill launched Talicia in the U.S. in mid-March 2020, making Talicia available at pharmacies
nationwide.
In April 2020, RedHill announced that Prime Therapeutics, a pharmacy benefit manager (PBM)
serving 23 Blue Cross and Blue Shield Plans and more than 30 million members nationally, had added
Talicia to the NetResults™ A-Series National Formulary as an unrestricted, preferred brand for
H. pylori treatment, effective July 1, 2020.
In July 2020, RedHill announced that another PBM, EnvisionRx, a division of EnvisionRxOptions
and a wholly owned subsidiary of Rite Aid, had added Talicia to its formularies, as the unrestricted
branded agent for H. pylori treatment, effective July 1, 2020. The Company announced in March 2020
that Express Scripts had also added Talicia to its National Preferred Formulary as a preferred brand.
Exclusive Licensing and Manufacturing Agreement with Cosmo Pharmaceuticals
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RedHill announced in August 2020 that it has entered into a binding term sheet with Cosmo
Pharmaceuticals N.V. (SIX: COPN) (“Cosmo”) for an exclusive licensing and manufacturing
agreement for multiple products. The transaction is expected to close in the coming weeks.
Pursuant to the agreement, the companies will co-develop a novel next-generation therapy for the
eradication of H. pylori infection. Cosmo is to receive the exclusive European rights to the new drug
and will pay RedHill $7 million upon signing of the license agreement and an additional $2 million
upon approval in Europe, and 30% royalties. The companies plan to jointly execute clinical trials
pursuing simultaneous regulatory approvals in the U.S. and Europe, with a cost split 70% RedHill and
30% Cosmo. Cosmo will become the exclusive worldwide manufacturer for the novel next-generation
therapy for the eradication of H. pylori infection, Movantik, which RedHill recently acquired from
AstraZeneca, and RHB-204 for pulmonary nontuberculous mycobacteria (NTM) infections. Cosmo
will be paid €5.5 million for tech transfer, formulation and development work with respect of these
products. Additionally, Cosmo will finance the planned pivotal Phase 3 clinical study with RHB-204,
which recently received FDA clearance to proceed, with a payment of $5 million upon signing of the
agreement and an additional $7 million in two milestone payments. Cosmo will be entitled to 15%
royalty payments.
R&D Highlights
COVID-19 (SARS-CoV-2) Program: Opaganib (ABC294640, Yeliva®)5
RedHill initiated, in July 2020, a Phase 2/3 clinical study evaluating opaganib in patients hospitalized
with severe SARS-COV-2 infection (the cause of COVID-19) and pneumonia (NCT04467840). The
study has received approvals in the UK, Russia, and Mexico and is set to enroll up to 270 patients in
up to 40 clinical sites. The study is also under review in Brazil, Italy and additional countries, with
further expansion planned.
In parallel, a Phase 2 study is ongoing in the U.S., evaluating opaganib in patients with severe
COVID-19 (NCT04414618). The study is set to recruit up to 40 patients, of which approximately 50%
have already been enrolled. Enrollment is expected to be completed this month.
Subject to positive data from the studies, RedHill aims to apply for emergency use authorizations in
the fourth quarter of this year.
Encouraging results from the treatment of the first severe COVID-19 patients with opaganib, on a
compassionate use basis, were published6 in June 2020. Analysis of treatment outcomes with opaganib
in severe COVID-19 patients showed substantial benefit in both clinical outcomes and inflammatory
markers, as compared to a retrospective matched case-control group from the same hospital.
RHB-204 - Pulmonary Nontuberculous Mycobacteria (NTM) Infections
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In July 2020, RedHill announced that the U.S. FDA had cleared its Investigational New Drug (IND)
application for a pivotal Phase 3 study to evaluate RHB-204 as a first-line, orally administered, standalone treatment for pulmonary NTM disease caused by Mycobacterium avium Complex (MAC)
infection. The study aims to enroll 125 patients in up to 50 sites across the U.S.
Opaganib - Cholangiocarcinoma and prostate cancer
The Phase 2a study evaluating the activity of opaganib in advanced cholangiocarcinoma (bile duct
cancer) is ongoing. After completing enrollment for the first cohort, RedHill initiated enrollment for
the second cohort of the study, evaluating opaganib in combination with hydroxychloroquine, an antiautophagy agent.
Recent pre-clinical findings, presented at the American Association for Cancer Research (AACR)
annual meeting, demonstrated that treatment with opaganib and RHB-107 (upamostat, WX-671)7,
individually and in combination, resulted in tumor regression and that the combination of both drugs
was more potent and well tolerated in the animal models. In light of these findings, RedHill plans to
add an additional cohort to the ongoing Phase 2a study, evaluating opaganib in combination with
RHB-107, subject to discussions with the FDA.
An additional Phase 2 study with opaganib in prostate cancer is ongoing at the Medical University of
South Carolina (MUSC). The study is supported by a National Cancer Institute grant awarded to
MUSC with additional support from RedHill.
COVID-19 Update
Protecting employees, patients, colleagues, and communities continues to be RedHill’s primary focus
during the COVID-19 pandemic. Along with utilizing various remote technologies, in-person work
practices have been resumed, where possible, and subject to authorization and guidance from the
relevant health authorities and clinics.
RedHill took immediate action to mitigate the potential impact of the COVID-19 pandemic on its
business operations and is executing a comprehensive commercial strategy to support its growth
initiatives and work practices in adherence to social distancing and other public health guidelines. To
date, there have been no significant disruptions to the Company’s supply chain. Some promotional
and development activities, which were postponed by approximately one quarter due to limitations,
have been largely resumed. RedHill will continue to assess the potential impact of COVID-19 on its
business and operations.
Conference Call and Webcast Information:
The Company will host a conference call and live webcast today, Thursday, August 13, 2020, at 8:30
a.m. EST to present the second quarter financial results and operational highlights.
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The webcast and accompanying slides will be broadcast live on the Company's website:
http://ir.redhillbio.com/events and will be available for replay for 30 days.
To participate in the conference call, dial one of the following numbers 15 minutes prior to the start
of the call: United States: +1-877-870-9135; International: +1-646-741-3167 and Israel:
+972-3-530-8845; the access code for the call is: 3681547.
About RedHill Biopharma
RedHill Biopharma Ltd. (Nasdaq: RDHL) is a specialty biopharmaceutical company primarily
focused on gastrointestinal diseases. RedHill promotes the gastrointestinal drugs, Movantik® for
opioid-induced constipation in adults3, Talicia® for the treatment of Helicobacter pylori (H. pylori)
infection in adults4 and Aemcolo® for the treatment of travelers’ diarrhea in adults8. RedHill’s key
clinical late-stage development programs include: (i) RHB-204, with a planned pivotal Phase 3 study
for pulmonary nontuberculous mycobacteria (NTM) infections; (ii) opaganib (Yeliva®), a first-inclass SK2 selective inhibitor targeting multiple indications with a Phase 2/3 program for COVID-19
and ongoing Phase 2 studies for prostate cancer and cholangiocarcinoma; (iii) RHB-104, with positive
results from a first Phase 3 study for Crohn's disease; (iv) RHB-102 (Bekinda®), with positive results
from a Phase 3 study for acute gastroenteritis and gastritis and positive results from a Phase 2 study
for IBS-D; (v) RHB-106, an encapsulated bowel preparation, and (vi) RHB-107, a Phase 2-stage firstin-class, serine protease inhibitor, targeting cancer and inflammatory gastrointestinal diseases and is
also being evaluated for COVID-19. More information about the Company is available at
www.redhillbio.com.

This press release contains “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995. Such statements may be preceded by the words “intends,” “may,”
“will,” “plans,” “expects,” “anticipates,” “projects,” “predicts,” “estimates,” “aims,” “believes,”
“hopes,” “potential” or similar words. Forward-looking statements are based on certain assumptions
and are subject to various known and unknown risks and uncertainties, many of which are beyond the
Company’s control and cannot be predicted or quantified, and consequently, actual results may differ
materially from those expressed or implied by such forward-looking statements. Such risks and
uncertainties include, without limitation; the risk of a delay in the closing of the exclusive licensing
and manufacturing agreement with Cosmo, the risk that it will close on different terms than the terms
of the binding term sheet and the risk that will not close at all; the risk that the U.S. Phase 2 clinical
study evaluating opaganib will not be successful and the risk of delay in the completion of the
enrollment for this study; the risk that the Company will not initiate the Phase 2/3 study in Brazil and
Italy, will not expand this study to additional countries; the risk of a delay in the date that the Phase
2 study and Phase 2/3 study will deliver data for emergency use applications, if at all; the risk that
other COVID-19 patients treated with opaganib will not show any clinical improvement; the
development risks of early-stage discovery efforts for a disease that is still little understood, including
difficulty in assessing the efficacy of opaganib for the treatment of COVID-19, if at all; intense
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competition from other companies developing potential treatments and vaccines for COVID-19; the
effect of a potential occurrence of patients suffering serious adverse events using opaganib under the
compassionate use programs; the risk of a delay in the initiation of the pivotal study with RHB-204;
as well as risks and uncertainties associated with (i) the initiation, timing, progress and results of the
Company’s research, manufacturing, pre-clinical studies, clinical trials, and other therapeutic
candidate development efforts, and the timing of the commercial launch of its commercial products
and ones it may acquire or develop in the future; (ii) the Company’s ability to advance its therapeutic
candidates into clinical trials or to successfully complete its pre-clinical studies or clinical trials or
the development of a commercial companion diagnostic for the detection of MAP; (iii) the extent and
number and type of additional studies that the Company may be required to conduct and the
Company’s receipt of regulatory approvals for its therapeutic candidates, and the timing of other
regulatory filings, approvals and feedback; (iv) the manufacturing, clinical development,
commercialization, and market acceptance of the Company’s therapeutic candidates and Talicia®; (v)
the Company’s ability to successfully commercialize and promote Talicia®, and Aemcolo® and
Movantik®; (vi) the Company’s ability to establish and maintain corporate collaborations; (vii) the
Company's ability to acquire products approved for marketing in the U.S. that achieve commercial
success and build its own marketing and commercialization capabilities; (viii) the interpretation of
the properties and characteristics of the Company’s therapeutic candidates and the results obtained
with its therapeutic candidates in research, preclinical studies or clinical trials; (ix) the
implementation of the Company’s business model, strategic plans for its business and therapeutic
candidates; (x) the scope of protection the Company is able to establish and maintain for intellectual
property rights covering its therapeutic candidates and its ability to operate its business without
infringing the intellectual property rights of others; (xi) parties from whom the Company licenses its
intellectual property defaulting in their obligations to the Company; (xii) estimates of the Company’s
expenses, future revenues, capital requirements and needs for additional financing; (xiii) the effect of
patients suffering adverse experiences using investigative drugs under the Company's Expanded
Access Program; (xiv) competition from other companies and technologies within the Company’s
industry; and (xv) the hiring and continued employment of executive managers. More detailed
information about the Company and the risk factors that may affect the realization of forward-looking
statements is set forth in the Company's filings with the Securities and Exchange Commission (SEC),
including the Company's Annual Report on Form 20-F filed with the SEC on March 4, 2020. All
forward-looking statements included in this press release are made only as of the date of this press
release. The Company assumes no obligation to update any written or oral forward-looking statement,
whether as a result of new information, future events or otherwise unless required by law.
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Company contact:
Adi Frish
Senior VP Business Development & Licensing
RedHill Biopharma
+972-54-6543-112
adi@redhillbio.com
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IR contact (U.S.):
Timothy McCarthy, CFA, MBA
Managing Director, Relationship Manager
LifeSci Advisors, LLC
+1-212-915-2564
tim@lifesciadvisors.com

REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE LOSS
(Unaudited)

NET REVENUES
COST OF REVENUES
GROSS PROFIT
RESEARCH AND DEVELOPMENT EXPENSES, net
SELLING, MARKETING AND BUSINESS DEVELOPMENT
EXPENSES
GENERAL AND ADMINISTRATIVE EXPENSES
OPERATING LOSS
FINANCIAL INCOME
FINANCIAL EXPENSES
FINANCIAL EXPENSES (INCOME), net
LOSS AND COMPREHENSIVE LOSS FOR THE PERIOD

LOSS PER ORDINARY SHARE, basic and diluted (U.S. dollars):
WEIGHTED AVERAGE OF ORDINARY SHARES (in thousands):
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Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
U.S. dollars in thousands
20,899
1,563
21,955
3,300
14,188
425
15,903
842
6,711
1,138
6,052
2,458
3,214
6,972
5,979
12,344
9,964
6,033
12,500
108
3,655
3,547
16,047

4,147
2,399
12,380
1,546
74
(1,472)
10,908

18,970
10,619
29,516
322
4,010
3,688
33,204

7,283
4,424
21,593
948
133
(815)
20,778

0.04

0.04

0.09

0.07

357,668

283,687

355,168

283,687

REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION

June 30,
December 31,
2020
2019
Unaudited
Audited
U.S. dollars in thousands
CURRENT ASSETS:
Cash and cash equivalents
Bank deposits
Financial assets at fair value through profit or loss
Trade receivables
Prepaid expenses and other receivables
Inventory
NON-CURRENT ASSETS:
Restricted cash
Fixed assets
Right-of-use assets
Intangible assets
TOTAL ASSETS

CURRENT LIABILITIES:
Accounts payable
Lease liabilities
Accrued expenses and other current liabilities

NON-CURRENT LIABILITIES:
Borrowing
Payable in respect of intangible assets purchase
Lease liabilities
Royalty obligation
TOTAL LIABILITIES

EQUITY:
Ordinary shares
Additional paid-in capital
Accumulated deficit
TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY
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22,272
6,151
4,513
18,570
4,870
4,750
61,126

29,023
10,349
8,500
1,216
2,244
1,882
53,214

20,152
345
5,228
79,519
105,244
166,370

152
228
3,578
16,927
20,885
74,099

5,308
1,372
29,194
35,874

4,184
834
5,598
10,616

79,189
12,180
4,041
500
95,910
131,784

—
—
2,981
500
3,481
14,097

986
273,742
(240,142)
34,586

962
267,403
(208,363)
60,002

166,370

74,099

REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
(Unaudited)
Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
U.S. dollars in thousands

OPERATING ACTIVITIES:
Comprehensive loss

(16,047)

Adjustments in respect of income and expenses not involving cash flow:
Share-based compensation to employees and service providers
Depreciation
Amortization and impairment of intangible assets
Unpaid interest expenses related to borrowing and payable in respect
of intangible assets purchase
Fair value adjustments on derivative financial instruments
Fair value losses (gains) on financial assets at fair value through profit
or loss
Exchange differences and revaluation of bank deposits
Changes in assets and liability items:
Decrease (increase) in trade receivables
Increase in prepaid expenses and other receivables
Increase in inventory
Increase in accounts payable
Increase in accrued expenses and other current liabilities

Net cash used in operating activities
INVESTING ACTIVITIES:
Purchase of fixed assets
Purchase of intangible assets
Change in investment in current bank deposits
Purchase of financial assets at fair value through profit or loss
Proceeds from sale of financial assets at fair value through profit or loss

Net cash used in investing activities
FINANCING ACTIVITIES:
Proceeds from issuance of ordinary shares, net of issuance costs
Proceeds from long-term borrowing, net of transaction costs
Movement in restricted cash
Payment of principal with respect to lease liabilities

Net cash provided by (used in) financing activities

623
417
1,773
1,513
—
(38)
(6)

SUPPLEMENTARY INFORMATION ON INTEREST RECEIVED IN CASH
SUPPLEMENTARY INFORMATION ON INTEREST PAID IN CASH
SUPPLEMENTARY INFORMATION ON NON-CASH INVESTING AND
FINANCING ACTIVITIES:

Long-term borrowing transaction costs posted as payable
Acquisition of right-of-use assets by means of lease liabilities
Purchase of intangible assets posted as payable
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937
226
—
—
(1,304)
(35)
(48)

(33,204)
1,425
767
2,849
1,617
—
37
(165)

(20,778)
1,496
456
—
—
(331)
(87)
(68)

4,282

(224)

6,530

1,466

(16,853)
(3,266)
(1,983)
2,123
16,715
(3,264)

457
(1,072)
(538)
330
1,502
679

(17,354)
(2,626)
(2,868)
1,124
21,695
(29)

(5)
(439)
(1,057)
1,419
1,408
1,326

(15,029)

(10,453)

(26,703)

(17,986)

(20)
(52,500)
1,000
—
1,725

(128)
—
(3,200)
(1,942)
1,880

(191)
(52,633)
4,200
—
3,950

(134)
—
(1,069)
(2,575)
2,100

(49,795)

(3,390)

(44,674)

(1,678)

6,363
(500)
—
(404)

—
—
—
(199)

6,363
78,845
(20,000)
(736)

—
—
—
(385)

(199)

64,472

5,459

DECREASE IN CASH AND CASH EQUIVALENTS
EXCHANGE DIFFERENCES ON CASH AND CASH EQUIVALENTS
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING OF
PERIOD
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF PERIOD

(10,908)

(385)

(59,365)
23

(14,042)
23

(6,905)
154

(20,049)
39

81,614
22,272
71
2,129

23,014
8,995
162
48

29,023
22,272
249
2,360

29,005
8,995
325
71

—
630
12,058

—
1,101
—

784
2,205
12,808

—
2,681
—
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All financial highlights are approximate and are rounded to the nearest hundreds of thousands.
Including cash, short-term investments (bank deposits and financial assets at fair value) and restricted cash.
3
Movantik® (naloxegol) is indicated for opioid-induced constipation (OIC). Full prescribing information see:
www.movantik.com.
4
Talicia® (omeprazole magnesium, amoxicillin and rifabutin) is indicated for the treatment of H. pylori infection in adults.
For full prescribing information see: www.Talicia.com.
5
Opaganib (ABC294640, Yeliva®) is an investigational new drug, not available for commercial distribution.
6
The article was authored by Ramzi Kurd, MD, Shaare-Zedek Medical Center; Eli Ben-Chetrit, MD, Shaare-Zedek
Medical Center and Hebrew University Faculty of Medicine; Hani Karameh MD, Shaare-Zedek Medical Center and
Maskit Bar-Meir, MD, Shaare-Zedek Medical Center and Hebrew University Faculty of Medicine. See full text here:
https://www.medrxiv.org/content/10.1101/2020.06.20.20099010v1?rss=1.
7
RHB-107 (upamostat, WX-671) is an investigational new drug, not available for commercial distribution.
8
Full prescribing information for Aemcolo ® (rifamycin) is available at: www.Aemcolo.com.
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REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF COMPREHENSIVE LOSS
(Unaudited)
Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
U.S. dollars in thousands

NET REVENUES
COST OF REVENUES
GROSS PROFIT
RESEARCH AND DEVELOPMENT EXPENSES, net
SELLING, MARKETING AND BUSINESS
DEVELOPMENT EXPENSES
GENERAL AND ADMINISTRATIVE EXPENSES
OPERATING LOSS
FINANCIAL INCOME
FINANCIAL EXPENSES
FINANCIAL EXPENSES (INCOME), net
LOSS AND COMPREHENSIVE LOSS FOR THE PERIOD
LOSS PER ORDINARY SHARE, basic and diluted (U.S.
dollars)
WEIGHTED AVERAGE OF ORDINARY SHARES (in
thousands)

20,899
14,188
6,711
3,214

1,563
425
1,138
6,972

21,955
15,903
6,052
5,979

3,300
842
2,458
12,344

9,964
6,033
12,500
108
3,655
3,547
16,047

4,147
2,399
12,380
1,546
74
(1,472)
10,908

18,970
10,619
29,516
322
4,010
3,688
33,204

7,283
4,424
21,593
948
133
(815)
20,778

0.04

0.04

0.09

0.07

357,668

283,687

355,168

283,687

The accompanying notes are an integral part of these condensed consolidated financial statements.

3

REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION
(Unaudited)
June 30,
December 31,
2020
2019
U.S. dollars in thousands

CURRENT ASSETS:
Cash and cash equivalents
Bank deposits
Financial assets at fair value through profit or loss
Trade receivables
Prepaid expenses and other receivables
Inventory
NON-CURRENT ASSETS:
Restricted cash
Fixed assets
Right-of-use assets
Intangible assets
TOTAL ASSETS

CURRENT LIABILITIES:
Accounts payable
Lease liabilities
Accrued expenses and other current liabilities

NON-CURRENT LIABILITIES:
Borrowing
Payable in respect of intangible assets purchase
Lease liabilities
Royalty obligation
TOTAL LIABILITIES

EQUITY:
Ordinary shares
Additional paid-in capital
Accumulated deficit
TOTAL EQUITY
TOTAL LIABILITIES AND EQUITY

22,272
6,151
4,513
18,570
4,870
4,750
61,126

29,023
10,349
8,500
1,216
2,244
1,882
53,214

20,152
345
5,228
79,519
105,244
166,370

152
228
3,578
16,927
20,885
74,099

5,308
1,372
29,194
35,874

4,184
834
5,598
10,616

79,189
12,180
4,041
500
95,910
131,784

—
—
2,981
500
3,481
14,097

986
273,742
(240,142)
34,586

962
267,403
(208,363)
60,002

166,370

74,099

The accompanying notes are an integral part of these condensed consolidated financial statements.
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REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN EQUITY
(Unaudited)
Ordinary
shares

Additional
Accumulated
paid-in capital
deficit
U.S. dollars in thousands

Total
equity

BALANCE AT APRIL 1, 2020

962

267,403

(224,718)

43,647

CHANGES IN THE THREE-MONTH PERIOD ENDED
JUNE 30, 2020:
Share-based compensation to employees and service
providers
Issuance of ordinary shares, net of expenses
Comprehensive loss
BALANCE AT JUNE 30, 2020

—
24
—
986

—
6,339
—
273,742

623
—
(16,047)
(240,142)

623
6,363
(16,047)
34,586

BALANCE AT APRIL 1, 2019
CHANGES IN THE THREE-MONTH PERIOD ENDED
JUNE 30, 2019:
Share-based compensation to employees and service
providers
Comprehensive loss
BALANCE AT JUNE 30, 2019

767

219,505

(178,397)

41,875

—
—
767

—
—
219,505

937
(10,908)
(188,368)

937
(10,908)
31,904

BALANCE AT JANUARY 1, 2020

962

267,403

(208,363)

60,002

CHANGES IN THE SIX-MONTH PERIOD ENDED
JUNE 30, 2020:
Share-based compensation to employees and service
providers
Issuance of ordinary shares, net of expenses
Comprehensive loss
BALANCE AT JUNE 30, 2020

—
24
—
986

—
6,339
—
273,742

1,425
—
(33,204)
(240,142)

1,425
6,363
(33,204)
34,586

767

219,505

(169,086)

51,186

—
—
767

—
—
219,505

1,496
(20,778)
(188,368)

1,496
(20,778)
31,904

BALANCE AT JANUARY 1, 2019
CHANGES IN THE SIX-MONTH PERIOD ENDED
JUNE 30, 2019:
Share-based compensation to employees and service
providers
Comprehensive loss
BALANCE AT JUNE 30, 2019

The accompanying notes are an integral part of these condensed consolidated financial statements.

5

REDHILL BIOPHARMA LTD.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS
(Unaudited)
Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
U.S. dollars in thousands
OPERATING ACTIVITIES:
Comprehensive loss
Adjustments in respect of income and expenses not involving cash flow:
Share-based compensation to employees and service providers
Depreciation
Amortization and impairment of intangible assets
Unpaid interest expenses related to borrowing and payable in respect
of intangible assets purchase
Fair value adjustments on derivative financial instruments
Fair value losses (gains) on financial assets at fair value through profit
or loss
Exchange differences and revaluation of bank deposits
Changes in assets and liability items:
Decrease (increase) in trade receivables
Increase in prepaid expenses and other receivables
Increase in inventory
Increase in accounts payable
Increase in accrued expenses and other current liabilities
Net cash used in operating activities
INVESTING ACTIVITIES:
Purchase of fixed assets
Purchase of intangible assets
Change in investment in current bank deposits
Purchase of financial assets at fair value through profit or loss
Proceeds from sale of financial assets at fair value through profit or loss
Net cash used in investing activities
FINANCING ACTIVITIES:
Proceeds from issuance of ordinary shares, net of issuance costs
Proceeds from long-term borrowing, net of transaction costs
Movement in restricted cash
Payment of principal with respect to lease liabilities
Net cash provided by (used in) financing activities
DECREASE IN CASH AND CASH EQUIVALENTS
EXCHANGE DIFFERENCES ON CASH AND CASH
EQUIVALENTS
BALANCE OF CASH AND CASH EQUIVALENTS AT
BEGINNING OF PERIOD
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF
PERIOD
SUPPLEMENTARY INFORMATION ON INTEREST RECEIVED
IN CASH
SUPPLEMENTARY INFORMATION ON INTEREST PAID IN
CASH
SUPPLEMENTARY INFORMATION ON NON-CASH INVESTING
AND FINANCING ACTIVITIES:
Long-term borrowing transaction costs posted as payable
Acquisition of right-of-use assets by means of lease liabilities
Purchase of intangible assets posted as payable

(16,047)
623
417
1,773
1,513
—

(10,908)
937
226
—
—
(1,304)

(33,204)

(20,778)

1,425
767
2,849

1,496
456
—

1,617
—

—
(331)

(38)
(6)
4,282

(35)
(48)
(224)

37
(165)
6,530

(87)
(68)
1,466

(16,853)
(3,266)
(1,983)
2,123
16,715
(3,264)
(15,029)

457
(1,072)
(538)
330
1,502
679
(10,453)

(17,354)
(2,626)
(2,868)
1,124
21,695
(29)
(26,703)

(5)
(439)
(1,057)
1,419
1,408
1,326
(17,986)

(20)
(52,500)
1,000
—
1,725
(49,795)

(128)
—
(3,200)
(1,942)
1,880
(3,390)

(191)
(52,633)
4,200
—
3,950
(44,674)

(134)
—
(1,069)
(2,575)
2,100
(1,678)

6,363
(500)
—
(404)
5,459
(59,365)

—
—
—
(199)
(199)
(14,042)

6,363
78,845
(20,000)
(736)
64,472
(6,905)

—
—
—
(385)
(385)
(20,049)

23

23

154

39

81,614

23,014

29,023

29,005

22,272

8,995

22,272

8,995

71

162

249

325

2,129

48

2,360

71

—
630
12,058

—
1,101
—

784
2,205
12,808

—
2,681
—

The accompanying notes are an integral part of these condensed consolidated financial statements.
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NOTE -1 - GENERAL:
a. General:

1)

RedHill Biopharma Ltd. (the “Company”), incorporated in Israel on August 3, 2009, together
with its wholly-owned subsidiary, RedHill Biopharma Inc. (“RedHill Inc.”), incorporated in
Delaware, U.S. on January 19, 2017, is a specialty biopharmaceutical Company primarily
focused on commercialization and development of proprietary drugs for the treatment of
gastrointestinal diseases.
In November 2019, the U.S. Food and Drug Administration (“FDA”) approved Talicia®, the
Company’s first and only product that was developed internally to be approved for marketing
by the FDA. The Company commercially launched Talicia® in the U.S. in March 2020.
Since the Company established its commercial presence in the U.S. in 2017, it promoted or
commercialized various GI-related products through internal development, in licensing and copromotion agreements. As of the date of approval of these financial statements, the Company
commercializes in the U.S. Talicia® for the treatment of Helicobacter pylori infection in adults,
which is the only product approved by U.S. Food and Drug Administration (“FDA”) after being
developed internally by the Company, Movantik® for the treatment of opioid-induced
constipation and Aemcolo® (rifamycin) for traveler’s diarrhea.
The Company’s ordinary shares were traded on the Tel-Aviv Stock Exchange (“TASE”) from
February 2011 to February 2020, and the Company voluntarily delisted from trading on the
TASE, effective February 13, 2020. The Company’s American Depositary Shares (“ADSs”)
were traded on the Nasdaq Capital Market from December 27, 2012 and have been listed on the
Nasdaq Global Market (“Nasdaq”) since July 20, 2018.
The Company’s registered address is 21 Ha’arba’a St, Tel-Aviv, Israel.

2) On February 23, 2020, RedHill Inc. entered into an exclusive license agreement (the “License
Agreement”) with AstraZeneca AB (“AstraZeneca”) pursuant to which AstraZeneca granted
RedHill Inc. exclusive, worldwide (excluding Europe, Canada, and Israel) commercialization
and development rights to Movantik® (naloxegol) and certain associated products. In addition,
RedHill Inc. entered into a supply agreement (“Supply Agreement”) and a transitional services
agreement (“TSA”) with AstraZeneca, pursuant to which AstraZeneca will provide RedHill Inc.
certain technology transfers and related materials for an agreed period to enable the Company
to manufacture and distribute Movantik® through its own supply chain, as well as various other
supporting services over certain agreed periods. AstraZeneca continues to manufacture and
supply Movantik® to RedHill Inc. during the transition period. See note 3b below.
3)

To date, the Company has out-licensed only one of its therapeutic candidates in an exclusive
worldwide license agreement, which the Company decided eventually to terminate, effective
December 25, 2019, and has generated limited revenues from its commercial activities.
Accordingly, there is no assurance that the Company’s business will generate sustainable
positive cash flows. Through June 30, 2020, the Company has an accumulated deficit and its
activities have been funded primarily through public and private offerings of the Company’s
securities and borrowing. See note 3a below.
The Company plans to further fund its future operations through commercialization and outlicensing of its therapeutic candidates, commercialization of in-licensed or acquired products
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and raising additional capital through equity or debt financing or through non-dilutive financing.
The Company’s current cash resources are not sufficient to complete the research and
development of all of the Company’s therapeutic candidates and to fully support its commercial
operations until generation of sustainable positive cash flows. Management expects that the
Company will incur additional losses as it continues to focus its resources on advancing the
development of its therapeutic candidates, as well as advancing its commercial operations, based
on a prioritized plan that will result in negative cash flows from operating activities. The
Company believes its existing capital resources should be sufficient to fund its current and
planned operations for at least the next 12 months.
The current COVID-19 pandemic has presented substantial public health and economic
challenges around the world and specifically in the Company’s target markets in the U.S.,
affecting employees, patients, communities and business operations. The full extent to which
the COVID-19 pandemic will directly or indirectly impact the Company’s business, results of
operations and financial condition will depend on future developments that are highly uncertain
and cannot be accurately predicted at this stage. The Company took actions designed to mitigate
the potential impact of the COVID-19 pandemic on its business operations and to date, the
COVID-19 pandemic has not caused significant disruptions to the supply chain and the
Company has sufficient supply on hand to meet U.S. commercial demand. A number of the
Company’s commercial activities have been impacted by the COVID-19 pandemic, including
some launch sales and marketing activities for Talicia® for H. pylori infection and Aemcolo®
for travelers’ diarrhea. Although no major disruptions, other than minimal impact on its
development and commercial activities, the Company continuing to assess the potential impact
of the COVID-19 pandemic on its business and operations, including on its sales, expenses,
supply chain, financial resources and clinical trials. See also note 3c regarding the impairment
test performed by the Company.
If the Company is unable to out-license, sell or commercialize its therapeutic candidates,
generate sufficient and sustainable revenues from its commercial operations, or obtain future
financing, the Company may be forced to delay, reduce the scope of, or eliminate one or more
of its research and development or commercialization programs, any of which may have a
material adverse effect on the Company’s business, financial condition or results of operations.
b. Approval of the condensed consolidated interim financial statements:

These condensed consolidated interim financial statements were approved by the Board of
Directors (the "BoD") on August 12, 2020.
NOTE 2 - BASIS OF PREPARATION OF THE CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS:

The Company’s condensed consolidated interim financial statements for the three and six
months ended June 30, 2020 (the "Condensed Consolidated Interim Financial Statements")
have been prepared in accordance with International Accounting Standard IAS 34, “Interim
Financial Reporting”. These Condensed Consolidated Interim Financial Statements, which are
unaudited, do not include all the information and disclosures that would otherwise be required
in a complete set of annual financial statements and should be read in conjunction with the
annual financial statements as of December 31, 2019, and their accompanying notes, which
have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
as published by the International Accounting Standards Board (“IASB”). The results of
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operations for the three and six months ended June 30, 2020, are not necessarily indicative of
the results that may be expected for the entire fiscal year or for any other interim period.
The accounting policies applied in the preparation of the Condensed Consolidated Interim
Financial Statements are consistent with those applied in the preparation of the annual financial
statements as of December 31, 2019.
NOTE 3 - SIGNIFICANT EVENTS DURING THE CURRENT REPORTING PERIOD:

a. Borrowing:
1. General
On February 23, 2020 (“Closing Date”) RedHill Inc. entered into a credit agreement and certain
security documents (the “Credit Agreement”) with HCR Collateral Management, LLC
(“HCRM”).
Under the terms of the Credit Agreement, RedHill Inc. received on March 12, 2020, a $30
million term loan to support its commercial operations. On March 31, 2020, RedHill Inc.
received an additional $50 million term loan to fund the acquisition of rights to Movantik® from
AstraZeneca.
For each quarter for the period from January 1, 2021, to December 31, 2029, HCRM will receive
royalties of up to 4.5% of the Company’s worldwide net revenues, subject to a $75 million cap,
as well as interest on the outstanding term loan to be computed as the 3-month LIBOR rate
(“LIBOR”), subject to a 1.75% floor rate, plus 8.2% fixed rate, which will be decreased to 6.7%
upon achievement of certain net revenue targets for the trailing four quarters ending March 31,
2021.
The term loans mature in six years with no principal payments required in the first three years.
In the case that certain net revenue targets are not met, principal payments shall be accelerated
and commence following the two-year anniversary of the Closing Date. The term loans can be
prepaid at RedHill Inc.’s discretion, subject to customary prepayment fees, which decrease over
time. Upon the prepayment or repayment of all or any portion of the term loans, RedHill Inc.
shall pay HCRM a 4% on the principal amount of the term loan being repaid or prepaid as an
exit fee.
The borrowings under the Credit Agreement are secured by a first priority lien on substantially
all of the current and future assets of RedHill Inc., all assets related in any material respect to
Talicia®, and all of the equity interests in RedHill Inc. The Credit Agreement also restricts
ability of RedHill Inc. to make certain payments, including paying dividends, to the Company
prior to the full repayment of the term loan facility.
The Credit Agreement contains certain customary affirmative and negative covenants. The
Credit Agreement also contains a financial covenant requiring RedHill Inc. to maintain a
minimum level of cash, as well as a covenant requiring it to maintain minimum net sales,
beginning with the fiscal quarter ending June 30, 2022. The minimum level of cash is relative
to the amount borrowed under the term loan facility.
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The Credit Agreement contains defined events of default, in certain cases subject to a grace
period, following which the lenders may declare any outstanding principal and unpaid interest
immediately due and payable.
As of June 30, 2020, the minimum level of cash, which relates to the term loan is $20 million.
On August 12, 2020, RedHill Inc. signed an amendment to the Credit Agreement reducing the
minimum level of cash, which relates to the two tranches actually borrowed, to $16 million.
2.

Accounting treatment
A financial liability is recognized for each tranche upon drawdown, at the amount drawn less
transaction costs attributable to that tranche.
Upon initial recognition, the effective interest rate is calculated by estimating the future cash
flows throughout the expected life of that tranche, taking into account the transaction costs
allocated to each tranche. The Company determined that the basis of the royalty payments due
to HCRM, the Company’s worldwide net revenues is a non-financial variable and specific to
the Company.
Moreover, the royalty feature is an integral part of the terms and conditions of the term loan and
cannot be transferred or settled separately from the term loan. Therefore, the royalties feature is
not classified separately, does not meet the definition of a derivative, and is not measured
separately. Instead, the royalty feature and other net revenues features are taken into account in
estimating the effective interest rate.
Determining the weighted effective interest rate requires certain judgment related to the
estimation of the timing and amounts of the Company’s future worldwide net revenues.
The weighted effective interest rate on the Closing Date was approximately 16.5%.
Each tranche drawn down is subsequently measured at amortized cost. The effective interest
rate is re-estimated at each Interest Rate Determination Date, as defined in the Credit
Agreement, by revising the LIBOR, if needed, taking into account the LIBOR floor (that is
considered to be closely related to the host debt contract and is not separated from the host debt).
Furthermore, revisions to estimated amounts or timing of future cash flows, if needed, shall
adjust the amortized cost of each tranche drawn down to reflect the present value of actual and
revised estimated contractual cash flows, discounted using the original effective interest rate
(adjusted for changes in the LIBOR, as described above). The adjustment will be recognized in
profit or loss as a financial income or expense.
As described above, the Credit Agreement contains a financial covenant requiring the Company
to maintain a level of cash liquidity, on any business day from the Closing Date to the maturity
date, in accounts subject to HCRM’s control. Therefore, the amounts of minimum cash and cash
equivalents are excluded from cash and cash equivalents in the Statements of Financial Position
and the Statements of Cash Flows. Instead, these amounts are presented as restricted cash in the
Statements of Financial Position and the movements in these restricted cash are presented as
investing activities in the Statements of Cash Flows. The minimum cash amounts are restricted
from being exchanged or used to settle a liability for at least twelve months after the reporting
period and therefore are presented as non-current assets until 12 months prior to the term loan
maturity date.
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b. Movantik® acquisition:
1. General
In connection with the agreements mentioned in note 1a(2) above, on April 1, 2020 (“Effective
Date”), RedHill Inc. made an upfront payment of $52.5 million to AstraZeneca and the License
Agreement, the Supply Agreement and the TSA became effective. Under the terms of the
License agreement, as amended on July 14, 2020, RedHill Inc. agreed to pay a further noncontingent payment of $15.5 million in December 2021.
RedHill Inc. will also assume responsibility for sales-based royalty and potential milestone
payments that AstraZeneca is required to pay to Nektar Therapeutics (“Nektar”), the originator
of Movantik®.
In addition, AstraZeneca transferred on the Effective Date to RedHill Inc. a cocommercialization agreement with Daiichi Sankyo, Inc. (“DSI”) for Movantik® in the U.S,
according to which, RedHill Inc. will share costs and pay sales-based payments to DSI under
that agreement. Effective July 1, 2020, RedHill Inc. and DSI replaced this agreement with a new
royalty-bearing agreement. See note 8 below.
Under the terms of the Agreement, RedHill Inc. shall assume responsibility over Abbreviated
New Drug Application litigations initiated by AstraZeneca and Nektar against Apotex, Inc. and
Apotex Corp. (together "Apotex") and against MSN Laboratories ("MSN") in December 2018,
and against Aurobindo Pharma U.S.A ("Aurobindo") in November 2019, in the United States
District Court for the District of Delaware. In the complaints, it is alleged that the generic
companies’ versions of Movantik®, if approved and marketed, would infringe a Movantik®
related patent set to expire in April 2032 (U.S. Patent No. 9,012,469). There exist other Orange
Book-listed patents covering Movantik®, the last of which to expire is U.S. Patent No.
7,786,133 (expected expiry in September 2028), which have not been challenged by the generic
Companies.
2. Accounting treatment
The Company accounted for the acquisition of rights to Movantik® as an asset acquisition, that
does not constitute a business, for the following considerations:
(a) The Supply Agreement provides RedHill Inc. with the ability to purchase finished products and

materials from AstraZeneca during a transition period at approximately fair value, without
acquiring AstraZeneca's organized workforce or existing processes required to manufacture
Movantik®. That is, RedHill Inc. does not purchase an in-place manufacturing processes nor
any specialized equipment required to the manufacturing process, but instead, the purpose of
the Supply Agreement is to enable RedHill Inc. to establish its own manufacturing capability,
whether directly or through a third party, that would also require obtaining relevant regulatory
approvals, which presumably will take a significant period of time.
(b) The TSA is intended to allow smooth transition of the different activities related to Movantik®,

is for a relatively short period and is not intended for RedHill Inc. to acquire AstraZeneca's
organized workforce, supply chain or distribution processes.
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The total acquisition consideration, including upfront payment, discounted present value of the
deferred payment and directly attributable transactions costs amounted to approximately $65
million. Since all acquired assets are intended to generate revenues from sales of Movantik®
and have a similar useful life, the Company attributed this consideration to a single intangible
asset representing the acquired rights to Movantik®. The intangible asset shall be amortized
commencing the Effective date on a straight-line basis over its useful life, which was estimated
at approximately 10.5 years from the Effective Date.
With respect to sales-based royalty, milestone payments and commissions aforementioned, the
Company applied an accounting policy, pursuant to which these variable payments shall not
be included in the initial measurement of the cost of the intangible asset acquired, as they are
not a present obligation of RedHill Inc. The sales-based royalty and commissions are expensed
as incurred and recognized under Cost of Revenues.
Until September 30, 2020, AstraZeneca will provide, among other services, Sales Order-ToCash (SOTC) services. During this period, AstraZeneca will remit RedHill Inc. the Sales
Margin, as defined in the TSA, for the products sold and RedHill Inc. will pay a fee of 4.5% of
Net Revenues, as well as non-sales-based fees and out-of-pocket costs for the services
rendered. The company determined that AstraZeneca does not control the product before it is
transferred to the end customers (the wholesalers) since Redhill Inc. has the significant risks
and rewards of holding the product rather than AstraZeneca. In addition, RedHill Inc. is
primarily responsible for fulfilling the obligation to provide Movantik® to customers,
including for acceptability. Moreover, RedHill Inc. bears the inventory risk and has discretion
over pricing and discounts and AstraZeneca has limited ability in entering into new agreements
with customers or changing commercial terms of existing agreements. Therefore, the Company
concluded that RedHill Inc. is a principal in providing Movantik® during the SOTC period,
and it will recognize revenues in the gross amount of consideration to which it expects to be
entitled in exchange for the finished products transferred to the customers (the wholesalers).
The fees and out-of-pocket costs shall be expensed as incurred.
c. Intangible assets impairment:
Following the outbreak of the COVID-19 pandemic and its significant impact on worldwide
travel, the Company expects a decrease in U.S. outbound travel and the potential market for
Aemcolo®, for traveler’s diarrhea, and therefore has recalculated the recoverable amount of the
intangible asset related to Aemcolo®. The Company adjusted the recoverable amount to
approximately $10.5 million and recognized an impairment loss of $0.8 million in the six
months period ended June 30, 2020. The significant changes in assumptions are related to an
expected decrease in the annual travelling incidence (a percentage of the U.S. population) from
2020 through 2023, as well as a change in the weighted average cost of capital (“WACC”) used
to discount the asset’s cash flows from 15.4% as of December 31, 2019 to 17.2% as of the date
of the recalculation. The impairment loss was recognized under Cost of Revenues in the
Consolidated Statements of Comprehensive Loss, and it is attributable in full to the Commercial
Operations segment. As there were no indicators for impairment of any of the other intangible
assets, the Company did not specifically evaluate their recoverable amounts.
d. At-the-market equity offering program:
During the six months ended June 30, 2020, the Company sold 844,246 ADSs under an “at-themarket” equity offering program (“ATM program”) at an average price of $7.73 per ADS. Net
proceeds to the Company, following issuance expenses of approximately $0.2 million, were
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approximately $6.4 million. The sale is under the Company's sales agreement with SVB Leerink
LLC. (“Leerink”) which provides that, upon the terms and subject to the conditions and
limitations in the sales agreement, the Company may elect from time to time, to offer and sell
its ADSs having aggregate gross sales proceeds of up to $60 million through the ATM program,
under which Leerink acts as the sales agent. The issuance and sale of ADSs by the Company
under the ATM program is being made pursuant to the Company’s shelf registration statement
declared effective on July 31, 2018.
e. Payroll Protection Program:
In April 2020, RedHill Inc. received approximately $2.3 million loan under the U.S. Small
Business Administration Payroll Protection Program (“PPP”) which was created under the
Coronavirus Aid, Relief and Economic Security Act. The loan has a term of two years and bears
a fixed interest rate of 1% per annum, with the initial six months of interest deferred. Under the
PPP, repayment of the loan, including interest, may be forgiven based on payroll expenses, rent,
utilities and other qualifying expenses incurred in the eight weeks following receipt of the loan,
provided that RedHill Inc. will adhere to specific requirements outlined in the PPP. The
Company estimates that there is reasonable assurance that RedHill Inc. will comply with the
conditions associated with forgiveness of the loan and that the loan will be forgiven, and
therefore accounted for the PPP loan as a government grant, recognizing it in the statements of
comprehensive loss, as a reduction of operating expenses.
NOTE 4 - SHARE-BASED PAYMENTS:
The following is information on options granted during the six months ended June 30, 2020:
Number of options granted
According to the Award Plan
of the Company

Date of grant

January 2020
February 2020
March 2020
May 2020
June 2020

Other than to directors (1) To directors (1)(2)

95,000
52,500
285,000
143,000
767,500
1,343,000

—
—
144,000
75,000
—
219,000

Total

95,000
52,500
429,000
218,000
767,500
1,562,000

Fair value of
Exercise price
options on date of grant
for 1 ADS ($) in U.S. dollars in thousands (3)

6.60
6.05
4.87
6.84-7.84
7.72

243
119
970
831
2,671
4,834

1) The options will vest as follows: for directors, employees and consultants of the Company and the
Company's subsidiary who had provided services exceeding one year as of the grant date, options
will vest in 16 equal quarterly installments over a four-year period. For directors, employees and
consultants of the Company and the Company's subsidiary who had not provided services exceeding
one year as of the grant date, the options will vest as follows: 1/4 of the options will vest one year
following the grant date and the rest over 12 equal quarterly installments. During the contractual
term, the options will be exercisable, either in full or in part, from the vesting date until the end of 10
years from the date of grant.
2) The general meeting of the Company’s shareholders held on May 4, 2020 (the “May 2020 AGM”),
subsequent to approval of the Company’s BoD, approved the grant of 219,000 options under the
Company’s stock options plan to directors and to the Company's Chief Executive Officer.
3) The fair value of the options was computed using the binomial model and the underlying data used
was mainly the following: price of the Company's ADS: $4.87-$7.84, expected volatility: 57.73%-
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61.95%, risk-free interest rate: 0.88%-1.51% and the expected term was derived based on the
contractual term of the options, the expected exercise behavior and expected post-vesting forfeiture
rates.

NOTE 5 - NET REVENUES:
Six Months Ended June 30,
2020
2019
U.S dollars in thousands

Three Months Ended June 30,
2020
2019
U.S dollars in thousands

Movantik® revenues
Other revenues

—
1,563
1,563

19,951
948
20,899

—
3,300
3,300

19,951
2,004
21,955

For the three and six-month periods ended June 30, 2019, $1 million and $2.2 million, respectively were
attributed to the promotional services, and $0.6 million and $1.1 million respectively were attributed to
commercialization of products. In 2020, the Company terminated the promotion agreements and
recognized immaterial revenues from promotional services.

NOTE 6 - FINANCIAL INSTRUMENTS:
a. Fair value hierarchy:
The following table presents Company assets and liabilities measured at fair value:
Level 1

June 30, 2020:
Assets Financial assets at fair value through profit or loss
December 31, 2019:
Assets Financial assets at fair value through profit or loss

Level 3
U.S. dollars in thousands

Total

4,513

—

4,513

8,500

—

8,500

During the three and six months ended June 30, 2020, there were no transfers of financial assets and
liabilities between Levels 1, 2, or 3 fair value measurements. There have been no changes in the
methodologies used since December 31, 2019.

b. Fair value measurements using significant unobservable input (Level 3):
The following table presents the changes in derivative financial liabilities measured at Level 3
for the three and six months ended June 30, 2020, and 2019:
Three Months Ended
Six Months Ended
June 30,
June 30,
2020
2019
2020
2019
U.S. dollars in thousands

Balance at beginning of period
Fair value adjustments recognized in profit or
loss
Balance at end of the period

—

1,317

—

344

—
—

(1,304)
13

—
—

(331)
13

The fair value of the above-mentioned derivative financial liabilities that are not traded in an active market
is determined by using valuation techniques. The Company used its judgment to select a variety of
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methods and made assumptions that are mainly based on market conditions at the end of each reporting
period.
c. The carrying amount of cash equivalents, current and non-current bank deposits, receivables, account
payables and accrued expenses approximate their fair value due to their short-term characteristics.

NOTE 7 - SEGMENT INFORMATION:
The Company has two segments, Commercial Operations and Research and Development. The
following table presents net revenues and operating loss for the Company's segments for the three
and six months ended June 30, 2020 and 2019:

June 30, 2020:

Net revenues
Operating loss

Three Months Ended June 30,
2020
Commercial Research and
Consolidated
Operations
Development
U.S. dollars in thousands

20,899
8,029

—
4,471

20,899
12,500

Three Months Ended June 30,
Commercial
Operations

2019
Research and
Development

Consolidated

Six Months Ended June 30,
2020
Commercial Research and
Consolidated
Operations
Development
U.S. dollars in thousands

21,955
20,332

1,563
3,604

—
8,776

21,955
29,516

Six Months Ended June 30,
Commercial
Operations

U.S. dollars in thousands

Net revenues
Operating loss

—
9,184
2019
Research and
Development

Consolidated

U.S. dollars in thousands

1,563
12,380

3,300
5,871

—
15,722

3,300
21,593

NOTE 8 - EVENTS SUBSEQUENT TO JUNE 30, 2020:
a. Effective July 1, 2020, RedHill Inc. and DSI replaced a co-commercialization agreement with
a new royalty-bearing agreement, under which RedHill Inc. will bear all responsibilities and
costs for commercializing Movantik® in the U.S. During the term of this new agreement,
RedHill Inc. will pay DSI a mid-teen royalty rate on net sales of Movantik® in the U.S., in
addition to $5.1 million in December 2021 and $5 million in July of each of the years 2022 and
2023. Concurrently, the Company also entered into a security purchase agreement, under which
DSI received 283,387 ADSs as a partial consideration in relation to Movantik®.
b. Subsequent to June 30, 2020, the Company sold 630,486 ADSs under the ATM program at an
average price of $8.09 per ADS for aggregate net proceeds of approximately $5.1 million, net
of issuance expenses of approximately $0.1 million.
c. On August 12, 2020, the Company entered into a binding term sheet with Cosmo
Pharmaceuticals N.V. (“Cosmo”) with respect to an exclusive license agreement (the “License
Agreement”) and a manufacturing agreement for multiple products (the “Supply Agreement”).
Under the License Agreement, in return for the exclusive European rights to a novel nextgeneration therapy for the eradication of H. pylori infection (the “New Drug”), the companies
will co-develop and agree to a cost split of 70% RedHill and 30% Cosmo. In addition, Cosmo

15

will pay RedHill $7 million upon signing, as well as $2 million upon EU marketing approval.
RedHill will also receive 30% royalties of net sales of the New Drug in Europe.
Upon execution of the proposed Supply Agreement, Cosmo will be the exclusive worldwide
manufacturer of the New Drug, as well as Movantik® and RHB-204 for pulmonary
nontuberculous mycobacteria (NTM) infections (“RHB-204”). In consideration for Cosmo’s
costs and expenses related to tech transfer, formulation and development work in respect of
these three products, RedHill shall pay Cosmo €5.5 million.
In addition, Cosmo will pay RedHill $5 million upon the signing of the Supply Agreement, and
potentially an additional $7 million in two milestone payments upon occurrence of events
related to RHB-204 development. In return, Cosmo will be entitled to 15% royalties of
worldwide net sales of RHB-204.
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